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Domestic Activity Continues to Support Economic Growth 

Amid Global Challenges
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● The global economic outlook for 2026 is expected to remain moderate, supported by easing inflation and steady

demand. According to the International Monetary Fund (IMF) World Economic Outlook Update (January 2026), global

growth is projected at 3.3 per cent, slightly higher than 3.3per cent in 2025.

● Natural Rubber production declined significantly by 24.1 per cent in February 2026 (21,705 tonnes) compared to

January 2026 (28,579 tonnes). On a year-on-year basis, production also fell by 39.7 per cent compared to February

2025 (36,005 tonnes). In contrast, Fresh Fruit Bunches production increased by 4.5 per cent in March 2026 to

6,894,017 tonnes compared to February 2026 (6,597,473 tonnes). However, year-on-year performance showed a

decrease of 5.7 per cent compared to March 2025 (7,309,776 tonnes).

● The Industrial Production Index (IPI) remained in positive growth territory in February 2026, recording a year-on-year

increase of 3.1 per cent, moderating from 5.9 per cent in January 2026. Growth was driven by the Manufacturing

sector, which expanded by 4.2 per cent (January 2026: 7.3%) and Electricity output, which increased by 4.6 per cent

(January 2026: 6.2%).

● Malaysia’s Wholesale and Retail Trade, total sales reached RM156.3 billion in February 2026, reflecting a year-on-

year growth of 5.3 per cent. The expansion was mainly driven by the Retail and Wholesale trade sub-sectors. Retail

trade recorded sales of RM70.1 billion, an increase of RM5.0 billion, representing a strong annual growth of

7.7 per cent. Wholesale trade generated RM69.5 billion in sales, rising by RM3.7 billion, or 5.7 per cent year-on-year.

Meanwhile, the Motor Vehicles sub-sector declined by RM0.9 billion, bringing total sales to RM16.7 billion.

● Manufacturing sector recorded sales of RM159.2 billion in February 2026, reflecting a slower year-on-year growth of

3.9 per cent compared with 7.1 per cent in January. On a month-on-month basis, total manufacturing sales declined

by 6.0 per cent from RM169.2 billion in January 2026.

● Malaysia’s inflation eased to 1.4 per cent year-on-year in February 2026, supported by moderate price increases

across most categories. Higher increases were recorded in Insurance & Financial Services, Education, and

Restaurants & Accommodation, while smaller rises were seen in Food & Beverages, Health, Housing, and

Information & Communication. On a month-on-month basis, inflation rose slightly by 0.2 per cent, mainly driven by

Housing, Transport, and Clothing & Footwear.

● Malaysia’s Producer Price Index (PPI) continued to decline, contracting by 3.4 per cent year-on-year in February

2026, a sharper drop compared to the previous month. The decline was mainly driven by lower prices in key sectors,

particularly Agriculture, Mining, and Manufacturing. On a month-on-month basis, the PPI for local production fell by

0.5 per cent in February, reversing the increase recorded in January, mainly due to weaker Manufacturing prices, as

well as slight decreases in Water and Electricity & Gas supply, although increases in Mining and Agriculture helped

limit the overall decline. However, the PPI increased by 1.1 per cent in March 2026, marking its first rise since March

2025.

● Malaysia’s external trade recorded strong year-on-year growth in February 2026, increasing by

9.5 per cent to RM245.2 billion, supported by a 10.8 per cent rise in exports and an 8.2 per cent increase in imports.

As a result, the trade surplus widened to RM16.7 billion, an increase of RM4.1 billion compared to the same period

last year. However, on a month-on-month basis, exports, imports, total trade, and the trade surplus all declined

compared to January 2026. In March 2026, trade grew by 9.3 per cent to RM273.0 billion, driven by stronger exports

(+8.3%) and imports (+10.4%).

● Labour market conditions continued to improve in February 2026. The labour force edged up by

0.1 per cent to 17.30 million persons, compared with 17.28 million in January, while the labour force participation rate

remained stable at 70.9 per cent. The number of unemployed declined by 0.6 per cent to 506.8 thousand persons

(January 2026: 509.6 thousand), with the unemployment rate unchanged at 2.9 per cent. Employment also recorded

a marginal increase of 0.1 per cent, rising to 16.79 million persons from 16.77 million in the previous month.


